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AFFIRMATION

I, Jose Saa, affirm that, to the best of my knowledge and belief, the accompanying financial
statements and supplemental schedules pertaining to Banorte Securities International, Ltd.
(the “Company”), as of and for the year ended December 31, 2010 are true and correct. |
further affirm that neither the Company nor any officer or director has any proprietary
interest in any account classified solely as that of a customer.

Subscribed and Sworn to before rhe

on this22¥ day of [elbon oy 2011

>,

£LIZABETH HERNANDEZ
NOTARY PUBLIC, STATE OF NEW YORK
QUALIFIED IN BRONX COUNTY
CERTIFICATE FILED IN NEW YORK COUNTY
REG.NO OTHES(47225 |
MY COMMISSION EXPIRES JULY 31, 2043,
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BANORTE SECURITIES INTERNATIONAL, LTD.
(An Indirect Wholly-Owned Subsidiary of Casa De Bolsa Banorte, S.A. De C.V.)

(S.E.C.1.D. No, 8-45056)

STATEMENT OF FINANCIAL CONDITION
AS OF DECEMBER 31, 2010

AND

INDEPENDENT AUDITORS’ REPORT
AND

SUPPLEMENTAL REPORT ON INTERNAL CONTROL
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INDEPENDENT AUDITORS® REPORT

To the Board of Directors and Stockholder of
Banorte Securities International, Ltd.

We have audited the accompanying statement of financial condition of Banorte Securities
International, Ltd., an indirect wholly-owned subsidiary of Casa de Bolsa Banorte, S.A. de C.V.
(the “Company”’) as of December 31, 2010, that you are filing pursuant to Rule 17a-5 under the
Securities Exchange Act of 1934. These financial statements are the responsibility of the
Company's management. Our responsibility is to express an opinion on these financial
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes consideration of internal control over financial reporting as a basis for
designing audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Company's internal control over financial
reporting. Accordingly, we express no such opinion. An audit also includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements, assessing
the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides a
reasonable basis for our opinion.

In our opinion, the statement of financial condition referred to above present fairly, in all material
respects, the financial position of Banorte Securities International, Ltd. at December 31, 2010, and
the results of its operations and cash flows for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

(o 4 Sl P

New York, New York

February 22, 2011



BANORTE SECURITIES INTERNATIONAL, LTD.
(An indirect wholly-owned subsidiary of Casa de Bolsa Banorte, S.A. de C.V.)

Statement of Financial Condition
As of December 31, 2010
(Expressed in United States Dollars)

Assets
Cash $ 335,521
Securities Owned—At fair value ($4,063,097 held at clearing broker) 4,198,289
Due from Clearing Broker 4,054,657
Accounts Receivable 542,795
Furniture, Equipment, Software and Leasehold Improvements 232,169

(net of accumulated depreciation of $1,369,546)

Income Tax Receivable 69,985
Prepaid Expenses 57,252
Total Assets $ 9,490,668

Liabilities and Stockholder's Equity

Liabilities

Accrued Compensation $ 769,115
Accounts Payable and Accrued Expenses 3,558,281
Income Tax Payable 24,117
Total Liabilities 4,351,513

Stocholder's Equity
Common Stock (no par value, 200 shares authorized, 50 shares issued

and outstanding) 500
Additional Paid-in Capital 5,675,474
Accumulated Deficit (536,819)

Total stockholder’s equity 5,139,155
Total Liabilities and Stockholder's Equity $ 9,490,668

See accompanying notes to financial statements.



BANORTE SECURITIES INTERNATIONAL, LTD
(An indirect wholly-owned subsidiary of Casa de Bolsa Banorte, S.A. de C.V.)

Notes to Financial Statements
As of December 31, 2010
(Expressed in United States Dollars)

ORGANIZATION AND DESCRIPTION OF BUSINESS

Banorte Securities International Ltd. (the “Company”), an indirect wholly-owned subsidiary of
Casa de Bolsa Banorte, S.A. de C.V. (“Bolsa”), is a New York corporation which was organized in
February 1992 and commenced operations in August 1993. The Company trades in Mexican and
U.S. securities, primarily on the Mexican stock exchange and the over the counter markets. The
Company is an introducing broker-dealer.

The Company receives commision on all trades introduced during the year.

All domestic securities transactions are cleared through clearing brokers on a fully disclosed
basis and, accordingly, the Company does not carry securities accounts for these customers or
perform custodial functions relating to their securities. The Company is registered with the
Securities Exchange Commission and is a member of the Financial Industry Regulatory
Authority Inc. Due from clearing brokers consists primarily of cash balances held at the clearing
brokers.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of presentation

The financial statements have been prepared in conformity with accounting principles generally
accepted in the United States of America (“US GAAP”). These financial statements were
approved by management and available for issuance on February 22, 2011.

The significant accounting policies followed in the preparation of the financial statements on a
consistent basis are:

Cash and cash equivalents

The Company considers all highly-liquid investments with original maturities of three months or
less to be cash equivalents. At December 31, 2010 cash and cash equivalents include, money
market funds and a certificate of deposit, held by a U.S. financial institution. The carrying value
of these instruments at December 31, 2010 are at fair value or amounts approximating fair value.

Fixed assets

Furniture, equipment, software and leasehold improvements are recorded at cost, net of
accumulated depreciation and amortization. Furniture, equipment and software are depreciated
on a straight-line basis over the estimated useful life of three to five years. Leasehold
improvements are amortized on a straight-line basis over the lesser of their economic useful
lives or the terms of the underlying lease.

Securities transactions
Securities transactions of the Company and the related revenues and expenses are recorded on

a trade-date basis. Securities owned are stated at market value. Net realized and unrealized gains
and losses are reflected in trading in the statement of income.



BANORTE SECURITIES INTERNATIONAL, LTD
(An indirect wholly-owned subsidiary of Casa de Bolsa Banorte, S.A. de C.V.)

Notes to Financial Statements
As of December 31, 2010
(Expressed in United States Dollars)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Use of estimates

The preparation of the financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements, and revenue and
expenses during the reporting period. Actual results could differ from those amounts.
Significant estimates include taxes, certain income and receivables, and accrued compensation.

Foreign currency transalation

Assets and liabilities denominated in foreign currencies are translated at year-end rates of
exchange, while the income statement accounts are translated at rates of exchange throughout
the year. Gains or losses resulting from foreign currency transactions are included in net

income.

Income Taxes

The Company accounts for income taxes in accordance with ASC 740, which requires an asset
and liability approach to financial accounting and reporting for income taxes. Deferred income
tax assets and liabilities are computed annually for differences between the financial statement
and tax bases of assets and liabilities that will result in taxable or deductible amounts in the
future, based on enacted tax laws and rates applicable to the periods in which the differences
are expected to affect taxable income. Valuation allowances are established, when necessary, to
reduce deferred tax assets to the amount expected to be realized. The provision for income
taxes is comprised of state and local taxes computed on a basis other than net income.

ASC 740-10-25 prescribes a comprehensive model of how companies should recognize,
measure, present and disclose uncertain tax positions taken or expected to be taken on a tax
return. Under ASC 740-10-25, the Company shall initially recognize tax positions in the financial
statements when it is more likely than not the position will be sustained upon examination by the
tax authorities. The Company shall initially and subsequently measure such tax positions as the
largest amount of tax benefit that is greater than 50% likely of being realized upon ultimate
settlement with the tax authority assuming full knowledge of the position and all relevant facts.
The Company has reviewed and evaluated the relevant technical merits of each of its tax
positions and determined that there are no uncertain tax positions that would have a material
impact on the financial statements of the Company as of December 31, 2010.

Subsequent events

ASC 855-10 establishes general standards of accounting for, and disclosures of events that
occur after the balance sheet date but before the financial statements are issued or are available
to be issued. ASC 855-10 requires the disclosure of the date through which an entity has
evaluated subsequent events and the basis for that date, that is, whether that date represents the
date the financial statements were issued or available to be issued.



BANORTE SECURITIES INTERNATIONAL, LTD
(An indirect wholly-owned subsidiary of Casa de Bolsa Banorte, S.A. de C.V.)

Notes to Financial Statements
As of December 31, 2010
(Expressed in United States Dollars)

3. SECURITIES OWNED

Details of securities are as follows:

2010
Money Market Funds $ 2,413,845
U. S. Government Treasury Bills 1,649,252
Certificate of deposit 135,192

$ 4,198,289

Securities which are held at a clearing broker can be sold or repledged by the holder. At
December 31, 2010, $4,063,097, of the Company’s securities is deposited with a clearing broker
and is available for hypothecation.

4. RELATED-PARTY TRANSACTIONS
The Company entered into an agreement with certain affiliates, under common ownership with

the Company, for the use of certain technical, administrative, marketing and distributive services
and also a proprietary trading system. Detail of related party transactions and balances are as

follows:

Parent Company: 2010
Service fee charged by a related party $ 5,589,766
Accounts Payable and accrued Expenses 3,416,008
Accounts Receivable 30,700

Related Companies:

Distribution and allocation fee $ 99,732
Accounts Receivable 7,323
Accounts Payable 2,815
Occupancy Expenses 7,200
Other Expense ; 25,843

5. EMPLOYEE BENEFIT PLAN

The Company sponsors a 401(k) plan in accordance with IRS regulation. All eligible
employees, as defined may elect to contribute to the plan. The Company matches up to
10% of the amount contributed by each employee. The Company’s contributiion was
$86,540 for the year ended December 31, 2010.



BANORTE SECURITIES INTERNATIONAL, LTD
(An indirect wholly-owned subsidiary of Casa de Bolsa Banorte, S.A. de C.V.)

Notes to Financial Statements
As of December 31, 2010
(Expressed in United States Dollars)

6. FURNITURE, EQUIPMENT, SOFTWARE AND LEASEHOLD IMPROVEMENTS

Details of furniture, equipment, software and leasehold improvements are as follows:

2010
Equipment $ 266,327
Furniture and fixture 262,226
Leasehold improvements 504,979
Software cost __ 568,183
1,601,715
Less: accumulated depreciation (1,369,546)
$ 232,169

Depreciation expense related to furniture, equipment, software and leasehold improvements for
the year ended December 31, 2010 was $120,142.

7. INCOME TAXES

The provision for income taxes for the period ended December 31, 2010 consists of the
following:

Current:
Federal $ -
State and local 24,117

Total $ 24117

Deferred:
Federal, State and local -

Total tax provision $ 24,117

A reconciliation of the statutory income tax provision to the effective income tax provision is as
follows:

Tax benefit provision at statutory rate (34%) $ 403,074

State tax-net of federal tax benefit 24,117
Valuation allowance 1403,074)
$ 24,117



BANORTE SECURITIES INTERNATIONAL, LTD
(An indirect wholly-owned subsidiary of Casa de Bolsa Banorte, S.A. de C.V.)

Notes to Financial Statements

As of December 31, 2010
(Expressed in United States Dollars)

The major sources of temporary differences and their deferred tax effect at December 31, 2010, are
as follows:

Deferred tax asset

Net operating loss benefit $ 1,134,796

Depreciation 50,716

Less valuation allowance (1,185,512
Net deferred tax asset $ -

The company has provided a valuation allowance to fully offset the amount of the net deferred
asset. Management’s conclusion is that the Company would not be able to fully realize its
deferred tax assets in the immediate future.

The Company has available, at December 31 2010, unused operating losses carry-forward of
$2,555,525, which may be applied against future taxable income through the years ending 2028.

COMMITMENTS AND CONTINGENCIES

The Company leases a space under a lease agreement. Future minimum lease payments, at
December 31, 2010 are:

Years Ending
December 31

2011 $459,251

2012 459,251

2013 382,710
$ 1,301,212

Rent expense for the year was $498,286 which included escalation costs totaling $13,986.

In the normal course of business, the Company’s clearing broker is exposed to risk of loss on
customer transactions in the event of a customer’s inability to meet the terms of its contracts.
The clearing broker may have to purchase or sell securities at prevailing market prices in order
to fulfill the customer’s obligations. The Company has agreed to indemnify the clearing broker
for losses that the clearing broker may sustain from the customer accounts introduced by the
Company. The Company has no maximum amount and believes there is no estimable amount
because this right applies to all trades executed through the clearing broker and would be based
on the future non-performance of one or more clearing brokers. At December 31, 2010, the
Company has not recorded any liabilities with regard to the right. The Company has the ability to
pursue collection from or performance of the counterparty.
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BANORTE SECURITIES INTERNATIONAL, LTD
(An indirect wholly-owned subsidiary of Casa de Bolisa Banorte, S.A. de C.V.)

Notes to Financial Statements
As of December 31, 2010
(Expressed in United States Dollars)

OFF-BALANCE-SHEET RISK

A substantial portion of the Company’s assets are held at a clearing broker. The Company is
subject to credit risk should the clearing broker be unable to fulfill these obligations.

Financial instruments sold, but not yet purchased resulting from certain unmatched principal
transactions represents obligations of the Company to purchase the specified financial
instrument at the current market price. Accordingly, although these are generally short-term in
nature, these transactions resuit in off-balance-sheet risk as the Company’s ultimate obligation
to purchase financial instruments sold, but not yet purchased, may exceed the amount
recognized in the Statement of Financial Condition. At December 31, 2010, the Company did not
have any financial instruments sold, but not yet purchased.

FAIR VALUE MEASUREMENT

As defined in ASC 820-10, Fair Value Measurements and Disclosures (“ASC 820-10”) defines fair
value, establishes a framework for measuring fair value, and establishes a fair value hierarchy
which prioritizes the inputs to valuation techniques. Fair value is the price that would be received
to sell an asset or paid to transfer a liability in an orderly transaction between market participants
at the measurement date. A fair value measurement assumes that the transaction to sell the
asset or transfer the liability occurs in the principal market for the asset or liability or in the
absence of a principal market the most advantageous market. Valuation techniques that are
consistent with the market, income or cost approach, as specified by ASC 820-10.

The fair value hierarchy prioritizes the inputs to valuation techniques used to measure fair value
into three broad levels:

Level 1 - Inputs are unadjusted quoted prices in active markets for identical assets or liabilities at
the measurement date.

Level 2 - Inputs (other than quoted prices included in Level 1) that are either directly or indirectly
observable, for the asset or liability.

Level 3 - Inputs reflect management’s best estimate of what market participants would use in
pricing the asset or liability at the measurement date. Assumptions include those of risk, both
the risk inherent in the valuation technique and the risk inherent in the inputs to the model.

An instrument’s categorization within the fair value hierarchy is based on the lowest level of
significant input to its valuation.

As of December 31, 2010, financial instruments owned by the Company primarily consist of cash
and cash equivalents and are classified as Level 1. No Level 2 or Level 3 assets were owned by
the Company as at December 31, 2010.
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BANORTE SECURITIES INTERNATIONAL, LTD
(An indirect wholly-owned subsidiary of Casa de Bolsa Banorte, S.A. de C.V.)

Notes to Financial Statements
As of December 31, 2010
(Expressed in United States Dollars)

REGULATORY REQUIREMENTS

The Company is subject to the Securities and Exchange Commission’s (“SEC”) Uniform Net
Capital Rule (the “Rule”) and has elected to compute its net capital under the Basic Method of
this Rule. This Rule requires that the Company maintain minimum net capital, as defined, equal
to the greater of $100,000 or 6-2/3 percent of aggregate indebtedness, as defined. At December
31, 2010, the Company had net capital of $4,022,232 which was $3,732,131 in excess of its
required net capital. The Company’s aggregate indebtedness to net capital ratio was 1. to 1.

The Company is exempt from the provisions of SEC Rule 15¢3-3 under paragraph (k)(2)(ii).
All customer transactions are cleared on a fully disclosed basis through a clearing broker.
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SUITE 2450

NEW YORK, NY 10170
PHONE: (212) 972-6490
FAX: (212) 687-2705

Independent Auditors’ Report on Internal Controls
Required by SEC Rule 17a-5

To the Board of Directors of
Banorte Securities International Ltd.
540 Madison Avenue

New York, NY 10022

In planning and performing our audit of the financial statements of Banorte Securities
International Ltd., an indirect wholly-owned subsidiary of Casa de Bolsa Banorte, S.A. de C.V.
(the "Company") as of and for the year ended December 31, 2010 (on which we issued our report
dated February 22, 2011), in accordance with auditing standards generally accepted in the United
States of America, we considered the Company’s internal control over financial reporting
(“internal control”) as a basis for designing our auditing procedures for the purpose of
expressing an opinion on the consolidated financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the Company's internal control. Accordingly, we
do not express an opinion on the effectiveness of the Company’s internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (the "SEC"), we
have made a study of the practices and procedures followed by the Company, including
consideration of control activities for safeguarding securities. This study included tests of
compliance with such practices and procedures that we considered relevant to the objectives
stated in Rule 17a-5(g) in making the periodic computations of aggregate indebtedness and net
capital under Rule 17a-3(a)(11) and for determining compliance with the exemptive provisions of
Rule 15¢3-3. We did not review the practices and procedures followed by the Company in making
the quarterly securities examinations, counts, verifications, and comparisons, and the
recordation of differences required by Rule 17a-13 or in complying with the requirements for
prompt payment for securities under Section 8 of Federal Reserve Regulation T of the Board of
Governors of the Federal Reserve System, because the Company does not carry securities
accounts for customers or perform custodial functions relating to customer securities.

The management of the Company is responsible for establishing and maintaining internal control
and the practices and procedures referred to in the preceding paragraph. In fulfilling this
responsibility, estimates and judgments by management are required to assess the expected
benefits and related costs of controls and of the practices and procedures referred to in the
preceding paragraph and to assess whether those practices and procedures can be expected to
achieve the SEC’s above-mentioned objectives. Two of the objectives of internal control and the
practices and procedures are to provide management with reasonable but not absolute assurance
that assets for which the Company has responsibility are safeguarded against loss from
unauthorized use or disposition, and that transactions are executed in accordance with
management's authorization and recorded properly to permit the preparation of financial
statements in conformity with generally accepted accounting principles. Rule 17a-5(g) lists
additional objectives of the practices and procedures listed in the preceding paragraph.



statements in conformity with generally accepted accounting principles. Rule 17a-5(g) lists
additional objectives of the practices and procedures listed in the preceding paragraph.

Because of inherent limitations in internal control and the practices and procedures referred to

above, error or fraud may occur and not be detected. Also, projection of any evaluation of them
to future periods is subject to the risk that they may become inadequate because of changes in

conditions or that the effectiveness of their design and operation may deteriorate.

A control deficiency exists when the design or operation of a control does not allow management
or employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination
of control deficiencies, that adversely affects the entity’s ability to initiate, authorize, record,
process, or report financial data reliably in accordance with generally accepted accounting
principles such that there is more than a remote likelihood that a misstatement of the entity’s
financial statements that is more than inconsequential will not be prevented or detected by the
entity’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements
will not be prevented or detected by the entity’s internal control.

Our consideration of internal control was for the limited purpose described in the first and second
paragraphs and would not necessarily identify all deficiencies in internal control that might be
material weaknesses. We did not identify any deficiencies in internal control and control
activities for safeguarding securities that we consider to be material weaknesses, as defined
above.

We understand that practices and procedures that accomplish the objectives referred to in the
second paragraph of this report are considered by the SEC to be adequate for its purposes in
accordance with the Securities Exchange Act of 1934, and related regulations, and that practices
and procedures that do not accomplish such objectives in all material respects indicate a material
inadequacy for such purposes. Based on this understanding and on our study, we believe that
the Company's practices and procedures, as described in the second paragraph of this report,
were adequate at December 31, 2010, to meet the SEC’s objectives.

This report is intended solely for the information and use of the Board of Directors, management,
the SEC, and the Financial Industry Regulatory Authority Inc. that rely on Rule 17a-5(g) under the
Securities Exchange Act of 1934 in their regulation of registered broker-dealers, and is not
intended to be and should not be used by anyone other than these specified parties.

Yours truly,
Oitecsr ¥ Sedocgl VC

New York, New york
February 22, 2011
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INDEPENDENT ACCOUNTANTS’ REPORT ON APPLYING AGREED-UPON PROCEDURES
RELATED TO AN ENTITY’S SIPC ASSESSMENT RECONCILIATION

To the Board of Directors of
Banorte Securities international, Ltd
540 Madison Avenue, 36™ Floor
New York, NY 10022

In accordance with Rule 17a-5(e)(4) under the Securities Exchange Act of 1934, we have performed the
procedures enumerated below with respect to the accompanying Schedule of Assessment and Payments
[General Assessment Reconciliation ( Form SIPC-7) to the Securities Investor Protection Corporation
(SIPC) for the year ended December 31, 2010, which were agreed to by Banorte Securities International,
Ltd and the Securities and Exchange Commission, Financial Industry Regulatory Authority, Inc., SIPC
and other designated examining authority, solely to assist you and the other specified parties in
evaluating Banorte Securities International, Ltd’s compliance with the applicable instructions of the
General Assessment Reconciliation (Form SIPC-7). Banorte Securities International, Ltd's management
is responsible for the Banorte Securities International, Ltd’s compliance with those requirements. This
agreed-upon procedures engagement was conducted in accordance with attestation standards
established by the American Institute of Certified Public Accountants. The sufficiency of these procedures
is solely the responsibility of those parties specified in this report. Consequently we make no
representation regarding the sufficiency of the procedures described below either for the purpose for
which this report has been requested or for any other purpose. The procedures we performed and our
findings are as follows:

1. Compared the listed assessment payments in Form SIPC-7 with respective cash disbursement
records entries. C&S traced and agreed payment to cancelled check No.10590 dated
January 25, 2011 as proof of payment noting no differences;

2. Compared the amounts reported on the audited Form X-17A-5 for the year ended December 31,
2010, as applicable, with the amounts reported in Form SIPC-7 for the year ended December 31,
2010 noting no differences; . C & S compared total revenue as reported on audited Form X-
17A-5 of $11,091,374 with Frm SIPC-7. No differences noted. C&S agreed the interim
payment made during the year for $12,271 dated July 26, 2010 as reported in the
Statement of Income together with the outstanding balance of $15,457 settled in full in the
subsequent month after year end with check No.10950 dated January 25, 2011 to the total
reported on SIPC-7 of $27,728.

3. Compared any adjustments reported in Form SIPC-7 with supporting schedules and working
papers noting no differences; C&S noted that an amount of $15,457 which was due and
payable was correctly calculated and entered on the form to be filed. C & S reviewed the
form and obtained a copy of check paid. There were no differences.



4. Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in the related
schedules and working papers supporting the adjustments noting no differences; C&S proved
the arithmetical accuracy of the total reflected in Form SIPC-7 by recalculating the SIPC
fee payable for the year and noted no differences; and

5. Compared the amount of any overpayment applied to the current assessment with the Form
SIPC-7 on which it was originally computed noting no differences. Not applicable.

We were not engaged to and did not conduct an examination, the objective of which would be the
expression of an opinion on compliance. Accordingly, we do not express such an opinion. Had we
performed additional procedures, other matters might have come to our attention that would have
been reported to you.

This report is intended solely for the information and use of the specified parties listed above and is
not intended to be and should not be use by anyone other than those specified parties.

(plecns #52 @%a% ya

New York, New York
February 22, 2011



